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BRITISH COLUMBIA ONTARIO (cont.) ONTARIO (cont.) NEW BRUNSWICK 
Nanaimo Daily Free Press, Nanaimo (1) Northern Daily News, Kirkland Lake (13) The Daily Times, Brampton (28) The Northern Light, Bathurst (42) * 
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The News, Vernon (3) The Standard, Espanola (15) The Hanover Post, Hanover (30) * The Evening News, New Glasgow (43) 
The Kelowna Daily Courier, Kelowna (4) The Sudbury Star, Sudbury (16) Enterprise- Bulletin, Collingwood (31) * Cape Breton Post, Sydney (44) 
Panter Herald, Penticton (5) The Sarnia Observer, Sarnia (17) The Free Press Herald, Midland (32) PRINCE EDWARD ISLAND 

The Chatham Daily News, Chatham (18) Daily Packet and Times, Orillia (33) 


SASKATCHEWAN 

Prince Albert Daily Herald, Prince Albert (6) 
The Sun, Swift Current (7) * 

Moose Jaw Times-Herald, Moose Jaw (8) 


The Guardian, Charlottetown (45) 


Leamington Post and News, Leamington (19) * The Evening Patriot, Charlottetown (46) 


Dunnville Chronicle, Dunnville (20) 
The Evening Tribune, Welland (21) 


The Barrie Examiner, Barrie (34) 
The Oshawa Times, Oshawa (35) 
Peterborough Examiner, Peterborough (36) NEWFOUNDLAND 


The Yorkton Enterprise, Yorkton (9) sedate Galle Teview, Nagata Naliet(22) The Trentonian and Tri-County News, The Western Star, Corner Eee Gr ly 
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: EWEEKLY > >K SEMI-WEEKLY © TRI-WEEKLY 
The Daily Press, Timmins (12) Georgetown Herald, Georgetown (27) * Standard-Freeholder, Cornwall (41) 
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ALABAMA 

The Dothan Eagle, Dothan (66)« 

ARIZONA 

The Daily Dispatch, Douglas (55) 

ARKANSAS 

Northwest Arkansas Times, Fayetteville (63)e 

CALIFORNIA 

The Times-Standard, Eureka (49)e 

The Press-Courier, Oxnard (50)¢ 

San Gabriel Valley Daily Tribune, West 
Covina (51)e 

El Monte Herald, El Monte (52)* 

La Puente Valley Journal, La Puente (53) * 

Rosemead Review, Rosemead (54) x 

CONNECTICUT 

The Evening Sentinel, Ansonia (76) 

FLORIDA 

Englewood Herald, Englewood (70) * 

The Herald-News, Punta Gorda (71) 

The Key West Citizen, Key West (72)e 

GEORGIA 

The Daily Citizen-News, Dalton (68) 

The Valdosta Daily Times, Valdosta (69) 


in the United tates 


INDIANA 

The Tribune, New Albany (67)e 

IOWA 

Council Bluffs Nonpareil, Council Bluffs (61)e 
KANSAS 

The Leavenworth Times, Leavenworth (62)e 
LOUISIANA 

The Daily Advertiser, Lafayette (64)¢ 
MARYLAND 

The Daily Times, Salisbury (75)e 
MASSACHUSETTS 


The Daily Sentinel and Leominster Enterprise, 
Fitchburg (77) 
Taunton Daily Gazette, Taunton (78) 


MICHIGAN 
Adrian Daily Telegram, Adrian (103) 


MINNESOTA 
Austin Daily Herald, Austin (57) 
The Evening Tribune, Albert Lea (58)¢ 


MISSISSIPPI 
Laurel Leader-Call, Laurel (65) 


NEW HAMPSHIRE 
The Portsmouth Herald, Portsmouth (79) 


NEW YORK 

The Evening Telegram, Herkimer (80) 
The Palladium-Times, Oswego (81) 
The Evening News, Newburgh (82) 


NORTH CAROLINA 
The Evening Telegram, Rocky Mount (73)e 


OHIO 

Steubenville Herald-Star, Steubenville (93) 
The Evening Review, East Liverpool (94) 
The Salem News, Salem (95) 

The Canton Repository, Canton (96)« 

The Coshocton Tribune, Coshocton (97)¢ 
The Times Recorder, Zanesville (98)¢ 
Lancaster Eagle-Gazette, Lancaster (99) 
The Portsmouth Times, Portsmouth (100) 
Greenville Daily Advocate, Greenville (101) 
The Marion Star, Marion (102) 


Enlargement of area indicated by 
squared portion in map above. 


PENNSYLVANIA 

The Express, Lock Haven (83) 

The Evening Sun, Hanover (84) 

The Meadville Tribune, Meadville (85) 

The Record-Argus, Greenville (86) 

Leader-Times, Kittanning (87) 

The Midland News, Midland (88) * 

The Valley Independent, Monessen (89) 

SOUTH DAKOTA 

The Daily Republic, Mitchell (56) 

VIRGINIA 

The Progress-Index, Petersburg (74)e 

WEST VIRGINIA 

The Fairmont Times, Fairmont (90) 

The Times-West Virginian, Fairmont (91)# 

The Weirton Daily Times, Weirton (92) 

WISCONSIN 

Fond du Lac Reporter, Fond du Lac (59) 

Manitowoc Herald-Times-Reporter, 
Manitowoc (60) 
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Financial Highlights 


1974 1973 

Operating revenue: <27./5.6 ake ae ee $175,396,106 $157,205,808 
Income: before-amottization of. goodwill = =. -aasct-mas seer tee nr $ 29,713,796 $ 25,966,008 
Net income for the: Veanarc ane Shs co po0 «ia sack eel ey ne $ 29,707,466 $ 25,966,008 
Shares Outstanding 

48,929,919 Class A and 306,453 Class B 

(1973 '49/236,3/2.Common Shares)a sacs: cten: eueeacea nt 49,236,372 49 236,372 
Earnings per Class A and Class B share after preference dividends 

Income /befoferamortization on goodwill mg neer sane ee 58.6¢ 50.9¢ 

Net income-fonsthery Cay arp cn Memmi. wee. Gow Ace ce MOAI te Sey gee 58.6¢ 50.9¢ 
Dividends paid 

Preference shiarest maces taut evta sgn. £12 0004 iat ean hee ke age ak cee $ 877,690 $ 904,162 

Class A and Class B shares (1973 — Common shares) .............-.--eccec-e. $ 11,816,729 $ 9,847,275 

Per share — Class A convertible (1973 Common share) ............./..0,.0.% 24.0¢ 20.0¢ 

Glass 'B Convert blewe.< Anfalere ios en. ee cane ee, ee 22.05¢ _ 
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“Report of the Directors 


On behalf of the Board of Directors, | am pleased to present the 
consolidated financial statements of your Company as at 
December 31, 1974, together with the Auditors’ Report thereon. 


Net income for the year ended December 31, 1974 was 
$29,707,466 compared with net income of $25,966,008 in 1973. 
There were no items of extraordinary income in either year. Net 
sales for 1974 were $175,396,106 compared with $157,205,808 
in 1973. 


Net income per Class A and Class B share, after deducting 
dividends on the outstanding 6%% Cumulative Redeemable 
Preference Shares of the Company, was 58.6¢ based on the 
weighted average number of shares outstanding during 1974 
(49,236,372) compared with 1973 net income per common share 
of 50.9¢. As previously explained, all the outstanding common 
shares were reclassified in May, 1974 as Class A shares. The Class 
A shares are convertible into Class B shares, and vice versa, on a 
one for one basis. 


Dividends were paid in each of the first two quarters of 1974 
on the common shares at the rate of 5.5¢ per share and in the last 
two quarters at the rate of 6.5¢ per Class A share and 5.525¢ per 
Class B share. The dividends on the Class B shares are paid out of 
tax-paid undistributed surplus and amount to 85% of the 
dividends on the Class A shares since the Company must pay a 
tax of 15% to create the tax-paid surplus out of which such 
dividends are paid. 


During the year, the Company continued its program of 
modernization of production facilities and equipment. In 
connection with this program significant additions to equipment 
and additions or alterations to buildings were made at various 
locations in Canada and the United States at a total cost of about 
$5,700,000. In 1975, a completely new plant will be constructed 
at Greenville, Ohio and substantial expenditures on buildings and 
equipment will be made at a number of other locations. The total 
cost of the program in the current year will be approximately 
$10,000,000. 

The modernization of your Company’s production facilities 
and processes will result in increased productivity and efficiency 
as well as improvements in the quality of printing and in working 
conditions. As a result of the changes carried out in 1974 certain 
non-recurring losses were incurred on disposal of buildings and 
equipment in the aggregate amount of $478,000 net of tax. This 
amount was charged against income in the final quarter of the 
year. It is not anticipated that any material losses will arise from 
the changes in buildings and equipment planned for 1975. 

In December, 1974 your Company’s investment in Speidel 
Newspapers, Inc. was sold and the resulting profit of 
approximately $640,000 after provision for taxes has been 
included in income. During the year your Company also sold its 


50% interest in a cable television system in Hanover, Pennsylvania 
at a profit of $263,000 net of tax which has been included in 
income. Your Company retains a 10% interest in a cable system 
in Eureka, California. 


During 1974 daily newspapers were acquired in the United 
States at Key West, Florida and Newburgh, New York and in 
Canada at St. Thomas, Ontario. To date this year, one daily 
newspaper at Lock Haven, Pennsylvania has been acquired and 
other acquisitions are in prospect. Your Company now publishes 
84 daily and 19 weekly newspapers in Canada and the United 
States. Aggregate circulation of the daily newspapers is over 
1,435,000. 

In accordance with the recommendations of the Canadian 
Institute of Chartered Accountants goodwill arising from the 
acquisition of newspapers by your Company after April 1, 1974 


~—, 


| 


will be amortized over a period of 40 years. The management of ——~ 


your Company is of the opinion that goodwill should only be 
written down if there has been a diminution in its value and, 
accordingly, for 1974 and future years net income and net 
income per Class A and Class B share will be shown both before 
and after amortization of goodwill. The arnount of goodwill 
amortization charged against income in 1974 was not material. In 
1975 and future years the amount charged will depend on the 
number and size of newspapers acquired and also on the portion 
of the cost of each acquisition assigned to circulation under the 
Company’s newly adopted policy of assigning a portion of such 
cost to circulation which will not be amortized or written down 
unless circulation falls below the volume capitalized at the date of 
acquisition. 

Your Company anticipates that despite prevailing economic 
conditions in Canada and the United States, the results of 
operations for 1975 should continue to improve. 


During the year Mr. |. H. Macdonald retired as Deputy 
Chairman and as a Director of your Company and Mr. S. F. 
Chapman retired as Senior Vice-President-Finance. | would like to 
record our warm appreciation for the many years of faithful 
service rendered by these two gentlemen and we are indeed 
fortunate that Mr. Chapman’s advice and assistance will continue 
to be available to us in his capacity as a Director. 


On behalf of the Board, | would also like to express my 
sincere thanks to all the other officers and employees of the 
Company for their contribution to a most satisfactory year. 


For the Board of Directors 
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President ee ae hrs 
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Consolidated Balance 


(with Compare 


ASSETS 


Current Assets 
Cashiand term:deposits: <2. «cs cre. cacueye: coe aimee ene ear ar er er mrre are 


1974 


$ 16,338,007 


1973 


Smoso2) 200 


Trade accounts receivable less allowance for doubtful accounts ................. 21,386,589 18,222,889 

Other accounts ‘receivable. <5 5 spe e es erey ee ee ea 4,971,070 466,419 

Inventories, at the lower of cost and replacement cost ..............20000000 2,827,602 2,085,029 

Prepaid expenses:2.<.:.g3 505 Rech kiko fie cof wey et eae ne 520,675 532,545 

46,043,943 36,659,140 

Investmentsiand OtherAssetsmatscost serge arcu armrest meat tm amr asa 2,863,523 4,887,794 
Fixed Assets (note 2) 

| 90 eer eae ee nae teee et (eee Are Ne un Gg Gs a be aS Old SS aus 7,759,938 7,225,270 

SUI KeNaxo fs. tankeletalinveyay EV nvelexe(VVelnneat: 5 oancanananeoneboneoudganeagoebaaneda 94,929,625 91,810,923 

102,689,563 99,036,193 

Less‘accumulated depreciation. 4 </4 eee sae cle ee ee ee eee 47,910,150 47 643,251 

54,779,413 51,392,942 

Circulation and!GoodwillPat:cost:(MOte rc) a nee mn ene ane emn nem 125,762,963 116,416,068 

$229 449,842 $209,355,944 


Approved by the Board 


St. Clair McCabe, Director 


S. F. Chapman, Director 


papers Limited 


> laws of Ontario) 


/ COMpanies 


pot = December 21,1974 


figures for 1973) 


LIABILITIES 
1974 1973 

Current Liabilities 
NECOUMUS PEWANIG aintel erecta! MENINGES eacsncuacouessauesugenavdensnuoce $ 8,568,103 $ 7,396,598 
Incomezandrothetataxes: paydblemeses suk. Seen. Sete eee oe ee vee ee 4,990,251 4,479,994 
Principal due within one year on long-term debt ...................000+e eee 7,298,856 5,381,267 
BaVablestoralhiliatedscompPaniGSmem ce ccee scucacds retock cece ceca coolest iteees out out ee eee 1,344,952 
Rie Dal CkSUbSChiDtlOms pammncue wearer carci sites eerste ist ss cere, cad oor Se cue oneal mae ESTONIA 1,593,307 
22,767,381 20,196,118 
Fong ake nimEDeb te (Olena) Warners ence hashes AA Sowa cceas ci OLIN eect SUP eee 31,198,525 32>20G;333 
Dearne! noonne Weras aie une (enh shoe a oanbasceouobonanboanacnsotnoen 4,888,494 3,154,998 
Interest of Minority Common Shareholders of Subsidiary Companies ................ 482,712 396,812 


SHAREHOLDERS’ EQUITY 
Capital Stock (note 5) 
Authorized 
557,750 Preference shares with a par value of $50 each, 
issuable in series (1973 — 563,750 shares) 
90,000,000 Class A and Class B interconvertible 
participating shares without par value 
1,000 Common shares without par value 
Issued 
257,750 6%% Cumulative redeemable preference shares, 
SAT est ah O das 42 OGL 00 SALES) beck acess ses te reeset Uae eee ete 12,887,500 13,187,500 
49 236,372 Shares consisting of 48,929,919 Class A 
and 306,453 Class B (1973 — 49,236,372 


COUMIMIOMES ares) Mewar we reeee ieee ences oe eRe eects ere iceaee ace eum ree rem ciscis doe ee teeta 54,208,420 54,208,420 

67,095,920 67,395,920 

Retail MecieatriiiGs aim i peni <ee scp sutie. ore eneinais ieee Clb el acta Aljaical 0, Roar ew Meee vad, Getiad 5. 3) Opie ve keahanaet 103,016,810 86,003,763 
WOM M270 153,399,683 

$229,449, 842 $209,355,944 


"Thomson 


NEWSPAPERS LIMITED 


and subsidiary companies 


Consolidated Statement of Gncome 


Year ended December 31,1974 (with comparative figures for 1973) 


Operating revenue ss sle a. Bs eee ee eee Rc soar oto aa cera 
Costs and operating expenses ....0 5.5. cesie eee cette te once ie rn er one eon cece eto es 


Income from Operations — 2. s. yee eee ee tee ee ne ee 
Income from investments 


Di ye) c-(elt- 41 o  re One rene A Argon als a Goo Hla Golo Bub a aedub Am pn wie Oe acd 
Interest on long-term: debt: c.g 4. a ie ee ep et Ie token ee ue ae ea eee 


Income: before tindernoted Items saci eine nme 


Income: taxeS:— CULE Mtsences ccc ale eee ene ee ee 
— deferred! evan Bae eae eae ce Oe ee ae 


Interestiof minority shareholdersax sey). ois piece ei ce ca cerca esa ee 


income: beforeamontizationol GOO Willies) ween meni iene ae nen ene er 
Amortization of, goodwilla(moters))eesne- seni een ane eiec ie stemene ene 


Net income for the’ yeareg sao aege a cls gnc: Selene Rete ee a 


Earnings per Class A and Class B share (note 5(b)) 
Income before amortization of goodwill 
Net income for the year 


1974 1973 

$175,396,106 $157,205,808 
1127216,639 100,120,467 
63,179,467 57,085,341 
1,275,829 1,027,255 
64,455,296 Deni t2,090 
4,924,942 5,219,166 
1,829,250 2,051,877 
6,754,192 7,327,643 
57,701,104 50,784,953 
26,674,387 24,075,152 
1,227,024 672,226 
27,901,408 24,747,378. 
29,799,096 26,037; 5/3 
85,900 71,567 

29,7 137196 25,966,008 

6,330 


$ 29,707,466 


$ 25,966,008 


58.6¢ 
58.6¢ 


50.9¢ 
50.9¢ 


The earnings per Class A and Class B share are after deducting dividends paid on the outstanding 6%% preference shares. 


Consolidated Statement of Retained Carnings 


Year ended December 31, 1974 (with comparative figures for 1973) 


Balance at beginning of year 
Net income for the year 


Dividends paid on 
Preference shares 


1974 


$ 86,003,763 


1973 


$ 70,789,192 


29,707,466 25,966,008 
Geo 96,755,200 
877,690 904,162 

T1816 ;729 9,847,275 
12,694,419 10,751,437 
$103,016,810 $ 86,003,763 
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Consolidated Statement of Source and Application of Funds 


Year ended December 31,1974 (with comparative figures for 1973) 


1974 1973 
Source of funds 
Operations 
Netyincome solatne veal warn cee. oc oy ee toa at ont Coe oaine acts cre oko $29,707,466 $25,966,008 
Items not involving a current outlay of funds 
De OTECIC LO are tech eer WE tice nee Bae rae ley < Ae ee eee At kee, 4,924,942 5,275,766 
ANTM Otgtl2Z atlOMsOtKgOOG Wl dear ee cee ere ee ee WA oe aR ere or eee 6,330 
Deterredsincomeitaxes peas seen hon ante en eee ee Ss SO oe UV 227 071 672,226 
Interest of minority shareholders in net income of subsidiary companies .... . 85,900 71,567 
Profit on disposal of investments and fixed assets,net ................. (581,375) 
35,370,284 31,985,567 
Proceeds on disposal of investments and fixed assets ..............-.00c00e ees 7,226,585 1,477,524 
Increase in non-current liabilities 
PONG tenmiCl COitaeey rae er a tease. coh meg en Pee Se, | mn ne ae i ee ee 5,948,215 3,586,668 
Defenpeduliabiliiticssaeen were ein Ah a hehe Re aa oe oe 506,475 233,065 
49,051,559 37,282,824 
Application of funds 
Reduction in non-current liabilities 
JEONG ete hMncl CL tarentenegec cae as fw Pecos ei cxtls mabe scat Aeneas ace aC ae eric Feces eee 6,958,023 6,090,726 
Payable to parent company, The Woodbridge Company Limited, 
famnGdrothelmatt lated COMPANLeSi sinew. pote ais se nsuetee in omer ne ena ti Tsar cere areata 3,628,240 
Additions to non-current assets 
lovestimemtssanaguotheteassetse: acme ce bemreen ance tok cancers Meter erm) coe ries $3, 28)5).7/7/ | 3,014,860 
FixecleaSSCUScmmmee me meme rit ren SOR eens eee wee de cae Pee, aie APSR awn Bins boy Naleearen he 9,636,581 8,569,133 
Circulationrandi goodwill mete ers. ces 6-0 cule came ey hneewee | erecta acu pers QS 5S 225 8,153,988 
Dividends paid on 
PRETELENCe SihaeSmyee em Leer tee cock Ns nuh utara Seren eens sei arate ey aes 877,690 904,162 
Class A anel Class BShienes (mows DON ln se coc cna cece na wo ndeandvondouwe 11,816,729 9,847,275 
Preherencersiares punehasedOm.camCelllatiOm es ciens eye ey irey aera ci ements einen iene weiner 300,000 766,250 
42,238,019 40,974,634 
lmereasenGeche asa) WMiWOlKi ig Capitals. «a: 5 ecu aun a) <p ster tuat = Ue, a ew asbe 2 Goan 2s yous) oe abe 6,813,540 (3,691,810) 
Worlcingcapitalat beginning OlVear © ma a ike cin neos oocmame sue brug atest ee eco gale centennial as 16,463,022 20,154,832 
Wortcingrcapitalrat encrot yea .e. sch. n= <A ni cw eben eos eae cele ty apa outer is ORO areata $23,276,562 $16,463,022 


NEWSPAPERS LIMITED 


and subsidiary companies 


Notes to Coneolidated Financial Statements 


Year ended December 31, 1974 


1. BASIS OF CONSOLIDATION 


The consolidated financial statements include the accounts of all subsidiary companies as follows: 


Canadian subsidiary companies 
Canadian Newspapers Company Limited, Niagara Falls Publishing Company Limited, The Northern Light Limited, Ontario 
Newspapers Company Limited, Patriot Publishing Company, Post Publishing Company, Limited, St. John’s Publishing Company 
Limited, Scotia Printers Limited, Thomson B.C. Newspapers Limited, The Times-Journal of St. Thomas, Limited, (acquired January 
31, 1974), Western Publishers Limited and Western Printing and Publishing Limited. 


United States subsidiary companies 
Douglas Dispatch Inc., Greenville Newspapers Inc., Humboldt Newspapers, Inc., The Independent, Inc., Key West Newspaper 
Corporation, (acquired August 30, 1974), Newburgh-Beacon News Co. Inc., (acquired December 29, 1974), Oxnard Publishing 
Company, The Punta Gorda Herald Inc., The Record-Argus Inc., Rocky Mount Publishing Co., San Gabriel Valley Tribune, Inc., 
Simpsons’ Publishing Company, Thomson-Brush-Moore Newspapers, Inc., Thomson Newspapers (Pennsylvania) Inc., Thomson 
Newspaper Publishing Company, Inc., Thomson Newspapers Inc., Thomson Newspapers (New Hampshire) Inc., Thomson 
Newspapers (Ohio) Inc., Thomson Newspapers (Wisconsin) Inc. 
William Reed & Sons’ Company was merged with Thomson Newspaper Publishing Company, Inc. on May 31, 1974 and The Tribune 
Publishing Company of Meadville, Pa., Inc. was merged with Thomson Newspapers (Pennsylvania) Inc. on December 31, 1974. 
The earnings of subsidiary companies acquired during the year, using the purchase accounting method, have been included from the 
respective dates of acquisition. 


Acquisition of subsidiary companies subsequent to April 1, 1974 


otal assets acquired excluding/circulation;and GOOG Williiees ses mar anemone ica eon oeracn aetna err $2,670,005 
Circulation{ (note; S): © s-5 56 Bisse ee er I ee COE PSE, 4,512,500 
7,182,505 

Less total liabilities c. & cx. 5 vate. nee el Serees een: lo poeta ee ak ae eee ee RE ae Ec 12527220 
Net assets acquired at assigned values (net book value $806,145) ............2.0200 500 e eee eeee 5,930,285 
Excess of cost of shares over assigned values of net assets acquired (to be amortized over 40 years)......... 3,349,619 
$9,279,904 

Consideration at fair value 

Gash aigsoee duc eet dhs od cor hun ve pe Lea Spee wee oh ee ee cee ey Sane ee $3,599,904 
Notes payable. is 5 sie 2 walnm eva eh ne tak alee mR RE Per eo pa nt hu eS Se Cots Oa 5,680,000 
$9,279,904 


The accounts of the subsidiary companies in the United States have been translated into Canadian dollars on the following basis: 


(a) current assets and current liabilities, at the exchange rate prevailing at the balance sheet date, 
(b) all other assets and liabilities of subsidiary companies acquired, at the rate prevailing at the date of acquisition of such subsidiary 


companies, 
(c) all other assets and liabilities, at the rate prevailing at the date the assets were acquired or the liabilities incurred, 
(d) income and expenses, at the average rate for the year except for depreciation which is based on the cost of fixed assets as translated 


at the rate prevailing at the date of acquisition and income tax, to the extent of the unpaid balance, which is at the rate prevailing at 
the balance sheet date. 


2. FIXED ASSETS AND DEPRECIATION 


(a) The fixed assets are recorded in the accounts at cost. 


In 1974 the company eliminated from its accounts the appraisals of fixed assets which resulted in the following adjustments. The 
cost of fixed assets was reduced by $6,042,041, accumulated depreciation was reduced by $3,048,967 and the balance of excess of 
appraised value of fixed assets over depreciated cost in the amount of $2,993,074 was eliminated. 


The 1973 figures have been restated to reflect this change. 


(b) pe January 1, 1974 the company adopted the policy of depreciating all its depreciable fixed assets on a straight-line basis 
as follows: 


(i) | The net book value of fixed assets on hand at January 1, 1974 situated in Canada is being depreciated over the balance of their 
estimated useful lives. 


(ii) | The cost of all other fixed assets is being depreciated over their estimated useful lives. 
The adoption of this policy has increased net income for the year by approximately $196,000. 
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3. CIRCULATION AND GOODWILL 


Effective April 1, 1974 the Canadian Institute of Chartered Accountants has stated that generally accepted accounting principles require a 
determination of the fair value of intangible assets acquired and that the value of items designated as goodwill must be amortized over a 
period not exceeding forty years. 


In prior years no effort was made to separate the cost of intangible assets between amounts for circulation and for goodwill. Commencing 
April 1, 1974 the company will determine the cost of circulation in each purchase. This amount will not be amortized but will be written 
down pro rata if the volume of circulation falls below the volume capitalized at the date of acquisition. The amount so capitalized in 1974 
amounts to $4,512,500. 


Goodwill acquired before April 1, 1974 will not be amortized, but will be written down if there should be a diminution in its value. In the 
opinion of management no write-down or amortization is required in respect of amounts designated as goodwill acquired after April 1, 1974 
because there has been no diminution in the value. However, in accordance with the recommendations of the Canadian Institute of 
Chartered Accountants, such amounts will be amortized over forty years from date of acquisition. 


4. LONG-TERM DEBT 


1974 1973 
Thomson Newspapers Limited and Canadian subsidiary companies 
First mortgage bonds 
5 sinking tung DOnds, 1955:senies due October 1), 1975.55 55 55.55.4550 se eee ec $ 1,373,500 $ 1,603,500 
6% sinking fund bonds, 1960 series, due November 1, 1980, annual sinking fund $150,000 . 1,860,000 1,862,000 
3,233,500 3,465,500 


Thomson Newspapers Inc. and subsidiary companies 
Notes payable 
4% promissory notes payable U.S. $1,800,000 semi-annually to December 11, 1977 (secured 
by a pledge of all the shares of Thomson-Brush-Moore Newspapers, Inc.,) 
(GES ES OF SOO1000) ey ieerercam er kone nec cite ash omen ne eRe) ae 11,667,348 15,556,464 
6%% promissory notes payable annually to May 1, 1987 as follows: 
1975-76 U.S. $812,500; 1977-79 U.S. $875,000; 1980-84 U.S. $937,500 and 


(GIES WES, SST OO OOO US, SISO! sca snconasssecouscsacccdaandes 12,881,453 13,758,780 
Notes payable with interest at 80% of prime rate 
U.S. $142,000 quarterly to December 30, 1984 (U.S. $5,680,000) ............. 5,612,408 
Miscellaneous notes and mortgages payable 
(WESS$5 443/978) sere Serer, ect sretey seen tne ich: ron icy, Sr ade COR eerie tees 5,517,843 5,182,036 
35,679,052 34,497,280 
38,912,552 37,962,780 
Less principal due within one year included in current liabilities (at current rate of 
GheS AO ENGT) LEMIGN -< Buco thro aao Demonia! a. Saco oomainicr Go nBO Sones Serta Gao Sige olaio ooye 7,714,027 5,754,447 
$31,198,525 $32,208,333 


5. CAPITAL STOCK 


(a) The company has issued preference shares which are designated as 6%% cumulative redeemable preference shares, series A, 
redeemable on or after December 15, 1977 at $51 per share. The company is obliged, in each calendar year, to purchase for 
cancellation $300,000 aggregate par value of series A preference shares in the market (if obtainable) at a price not exceeding the 
amount paid up thereon plus accrued dividends and costs of purchase. During 1974, 6,000 preference shares, having an aggregate par 
value of $300,000 were purchased for cancellation. 

(b) As a result of the issuance to the company of a Certificate of Amendment of Articles dated May 24, 1974 the authorized common 
shares of the company was changed to 90,000,000 Class A and Class B interconvertible participating shares without par value and 
1,000 common shares without par value. 

Class A shares are convertible into Class B shares, and vice versa, on a one for One basis at the option of the holders thereof. The 
shares of each class are voting and rank equally in all respects. Dividends declared on the Class A shares are ordinary taxable dividends 
while dividends declared on the Class B shares are paid out of tax-paid undistributed surplus on hand and, when this source is 
exhausted, will be paid out of 1971 capital surplus on hand. Such dividends are free of immediate income tax under the Income Tax 


11 


“Thomason 


NEWSFAPERS LIMITED 


and subsidiary companies 


Notes to Coneolidated Financial Statements 


Year ended December 31, 1974 


5. CAPITAL STOCK (Cont'd) 


(b) (Cont'd) 
Act (Canada) but reduce the adjusted cost base of the shares resulting in a corresponding increase in the capital gain (or decrease in 
the capital loss) on disposal. Dividends on the Class B shares paid out of tax-paid undistributed surplus amount to 85% of the 
dividends paid on the Class A shares since the company must pay a tax of 15% to create the amount of tax-paid undistributed surplus 
out of which such dividends are paid. 


6. DIVIDEND RESTRICTIONS 


Provisions restricting the payment of dividends by the company are contained in the guarantees endorsed on the 6%% promissory notes due 
May 1, 1987 of Thomson Newspapers Inc. Similar provisions are contained in the conditions attaching to the outstanding preference shares 
of the company. The most restrictive of these provisions is that the company may not pay dividends if such payment would reduce the 
consolidated net current assets (as defined) of the company and certain of its subsidiaries below the sum of $2,000,000. The consolidated 
net current assets (as defined) of the company and such subsidiaries at December 31, 1974 exceeded $15,000,000. 


7. UNFUNDED PENSION OBLIGATIONS 


Thomson-Brush-Moore Newspapers, Inc. and certain of its subsidiary companies have two unfunded voluntary pension plans. At November 
1, 1970, the actuarial deficiency of one plan amounted to approximately $1,600,000 and the annual contribution requirement over the 
period of thirty-seven years from that date amounts to $129,900. The second plan at December 31, 1971 had an actuarial deficiency of 
approximately $125,000 and the annual contribution requirement over the period of forty years from that date amounts to $6,700. The 
company charges the annual contribution requirement against income thereby recording a liability against which the amounts paid to retired 
employees are charged. 

Certain other subsidiary companies have funded pension plans which, based on the most recent actuarial reports, had actuarial deficiencies 
aggregating approximately $850,000 which are being amortized over periods up to forty years. The annual contribution requirements total 
approximately $18,000. 


8. LONG-TERM LEASE 


The company leases office and storage space in a building at 65 Queen Street West, Toronto, for a term expiring in 2001 at an annual rental 
of approximately $309,000. Rentals under subleases contracted to date for varying terms up to ten years, covering space not occupied by 
the company, aggregate approximately $133,000 per annum. 


9. OTHER STATUTORY INFORMATION 
The direct remuneration of directors and senior officers for 1974 amounts to $835,350 (1973 — $689,680). 


Auditors’ Report 


We have examined the consolidated balance sheet of Thomson Newspapers Limited and subsidiary companies as at 
December 31, 1974 and the consolidated statements of income, retained earnings and source and application of funds for the year 
then ended. Our examination of Thomson Newspapers Limited and those subsidiaries of which we are the auditors included a 
general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. For those subsidiaries of which we are not the auditors, we have carried out such enquiries and 
examinations as we considered necessary in order to rely on the reports of the other auditors for purposes of consolidation. 

In our opinion these consolidated financial statements present fairly the financial position of the companies as at 
December 31, 1974 and the results of their operations and the source and application of their funds for the year then ended, in 


accordance with generally accepted accounting principles applied (except as set out in notes 2 and 3) ona basis consistent with 
that of the preceding year. 


To the Shareholders of 
Thomson Newspapers Limited 


Toronto, Canada Thorne Riddell & Co. 
March 14, 1975 Chartered Accountants 
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